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INTRODUCTION 


The Federal budget is considered by many to be the 
key instrument in the formulation of national policy, for 
boos through Las VudlseL vaso une country decides what 
services will be provided through government and what areas 
will be left to private choice. When Congress enacts the 
dese 1750 law 16s determining for its constituency what 
government services will be financed at the federal level 
mabner than at the state or local level; in terms of what 
Program and at what cost. Further, the budget serves as a 
oi nary instrument of fiscal len to ensure the stability 
and growth of our economy. As a result, the budget has 
become 2a document that exerts a major influence on the 
decision-making process in the federal government. 

It is of primary importance that the agencies of 
the federal government participate intelligently in making 
Mic er sonezenaustoeuse on Gie budget: the overall 
Size or eoövernment, emphasis on different government pro- 
ans mau Bererin Gee -cOumLry;- the Siticiency and 
effectiveness of these programs; and the fiscal policies 
Pesiened Lo promote National prosperity. 

PR Emplese Arab on .1n 1962 of planning, programming, 


budseting in the Department of Defense created a new 


a 


benchmark for sophistication in the management of govern- 
ment. The development and implementation of this new system 
is usually attributed to two men, former Secretary of Defense 
Robert S. McNamara and his Assistant Secretary of Defense 
(Comptroller), Charles J. Hitch. In their view the system 
was not to be looked upon as a decision-making device but 
moet os a means by Wile OeCyLeCr decisions might pe mado: 
The new process was used in the preparation and presentation 
Pomc ie mberszor Ahern emed cervices and Appropriations 
Committees of the fiscal year 1963, 1964, and 1965 defense 
pDudgets. 

In August 1965, all agencies of the federal govern- 
ment were instructed by Presidential executive order to 
develop and implement planning, programming, budgetary 
cis Iierresident Joanson S words, thas system would 
enable public decision-makers to: 

(1) Identify our national goals with precision 


and on a continuing basis; 

(2) Choose among those goals the ones that are 
MOS Ur Senos 

(3) Search for alternative means of reaching 
ise goles mmosv cllecuively at tne case cos... 

(4) Inform ourselves not merely on next year's 
eet ce Om ese coda. and third, and subsequent 
year S costs of our programs; 

(5) Measure the peclormance Of our programs Lo 
insur Ee ollar Ss worth 01 service for each dollar 
Spelt 


ryndon B. Johnson, "Statement by the President to 
Members of the Cabinet and Heads of Agencies, August 2), 
Mo weekly Compilation of Presidential Documents, Vol. 1, 
Dans 90, 1965, | 
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The President's judgment stemned from the successful 
introduction of systems analysis in the Department of Defense 
where cost effectiveness studies were applied to major 
T partmental Cecio, In chesoon Io -erauıon or and cholic- 
mene Couper ine alu en.bıive serrreele nee Tor bane approacm 
within the Depariment of Defense could be found in the 
er eo, sıon-mekıine process or public expenditure Projecto ein 
the water resources budget, where evaluation by cost-benefit 
measurements had been conducted since the mid-1920's. 

Since the inception of the planning-progsramming- 
Dudeetine system, there nas been continuing discussion and 
mebate on program analysis and the analytical techniques 
utilized in the PPB system approach. Further, many have 
argued that the ideas inherent in PPB do not reflect a 
Radical Chane Im our approach Lo the budgetary process: 

rare Zrnespmepese zo this paper Lo trage hi torical 
lic e Teisems bo determine Their relationship to planni, 
programming, budseting within the Department of Defense. 

An investigation of the significant stages in the evolution 
of our budget process will be accomplished by analyzing 
flcniiacanG budsee rerorns, 

SH Pe Cre Geen vowora. ble Impact Ol ness 
reiorms on agency budget procedures in order to provide an 
understanding of the current planning, programming, budgeting 
System within the Defense establishment. Areas in which 


fPeced Ch Hassteen accomplished for this study include Acts 


cut ome reses. Eresidentral direis] spec lal eS rana 
commissions as well as past budgetary and fiscal policies. 
In this respect, the period 1945-1970 has been. stressed as 
the area of particular interest, for 1t was with the advent 
of the Cold War, coupled with advancements in technology 
resulting from the unprecedented research of World War 11 
Ace. ino reses in dollar costs associated wito 10plenent: 
ing the potential they created, that there arose repeated 
cool) for economy end eTii ncy [ron Tie american publie: 
In this atmosphere President Truman expressed his belief 
that "we should integrate our strategic plans, our budget, 
ema the military program. "t While the initial legislation 
as enacted fell far short of these goals, the 1947 reorgani- 
zation of the military establishment under ASI val vrei 
tease authorized to establish broad policies and programs 
ei still be considered a major Step toward bodzer Tero 
W vas vO have an impact on the budgetary process within tne 
Department of Defense and would lead to the existing centrali- 
zation of financial power in the Office of the Secretary of 
in sense. 

See ser plenas Programing, CUdeehiIng proces 
presently in effect in the Department of Defense is 
directly related to the budget reforms in the federal govern- 
ment, this paper is organized to reflect the legislative 
Ena cimenis pezecublive direc tives, and related procedures 


Lem. Borklund, The Department of Defense (New 
Moni redee. Prseger, 1997), p. 16. 
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mática created the environment for reform. A further objec- 
tive is to analyze the developments that have occurred since 
adoption of the planning, programming, budgeting approach 

Hani che Locus direcion ara ua CencluocRon ao ho tne Strada 


of the system as it exists today. 
\ 


CHAPTER 1 
EARLY STAGES OF BUDGET POLICY, 1798-1921 


Formative Years 

There are many đefinitions and characteristics 
e hove beer Used Vor donti; the edera budoct Proc on: 
Dmast general definition is that budgeting is concerned 
with Lhe translation of financial resources into human 
purposes. Inherent in this definition are the implications 
that the budget is a planning document, a contract between 
Ihe President. Congress and the agencies of the government, 
w onal mechanism tor mutual obligations as well as a 
MecUs Of eo aal ésonomie and political efforts. Our 
Current budget system can be viewed as a product of these 
eomplex associations that emerged from the budget process 
as ix developed during the formative years in our 
ZovernmentL,. 

At the time of the American Revolution the budget 
Feuen an Great Britain had not been fully developed. 
However, the roots of the British system are founded in 
Marl ramenvary control over the Crown. No individual could 
be compelled by the Crown to make any gift, loan, 


I naron palas Si be Politics of the Budgetary 
Process (Boston: Little, Brown € Co., 1964), p. l. 
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benevolence, or tax without the consent of Parliament. 
While the Parliament reserved the right to authorize all 
expenditures, it did not at that time extend its authority 
over the purpose of expenditures. The details of expendi- 
tures were gradually controlled and specified. AS a point 
of interest, this specification extended first to the army, 
the navy, and ordnance.* 

The framers of the Constitution also saw the need 
to provide a means for exerting control over the executive 
[Peace unrOuUgh the appropriation process. Ac a result. che 
Constitution requires that “no money shall be drawn from 
ficewLpreasury, buv IN consequence of appropriations made by 
Ms ana a regular statement and account of the receipts 
Heme penal vues Of aliepublie money shall pe published ron 
time to time." 

pimee the financial resources available to the 
Continental Congress during the Revolution were inadequate, 
upon ratification of the Constitution the Congress initiated 
obs Lo provide a responsible financial system. Passing 
a statute establishing a Treasury Department in 1789, Con- 
Fe required chau chezseerevary OF the treasury prepare 
and report estimates of public revenue and public expendi- 


tures. It was not until 1800 that a supplement to this 





l Jesse Burkhead, Government Budgetins (New York: 
Bier & Some, Inc., 19560), p. 2- 


“Te. On CUON, Art. Ll, sec. Y. 
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statute directed the Secretary to implement a planning 
function through Ghewsubmission of plans for improving or 


h t 
Imeresasıng the publik revenues., 


Legislative Supremacy 

As previously indicated, the Constitution was not 
piecilitiClas to a syslen Ior the cífective management or 
ites i inances Ol ms edera leova nnen Deyond Cne TOdo Ie: 
fiem@t olay all revenue measures must originate 11 tne Houge 
of Representatives. In the formative years, Alexander 
Pom wot. the first necrelarysolZtkerTreasury, sasehiedz: 
strong executive leadership in financial matters. Through 
Bemailtvon's genius ama direct personal administrative initia- 
tive the country was lifted from bankruptcy, its credit 
established, and its revenues secured. By initiating and 
suDeryising vne ezeeution er all financial programs, 
Hamilton had assumed the responsibilities of the legislature 
and was in effect receiving a "rubber stamp" from the 
Congress on his policies.” Purine CAS oe mod. sulle) ise ae cite. 
Ships between Cabinet officials and members of Congress were 
particularly direct and personal in nature. 

However, with the presidency of Thomas Jefferson, 


the separation of Cabinet officials from the day-to-day 


rm ee SS ee 


l Burkhead, Government Budgeting, p. 9. 


“Joseph P, Harris, Congressional Control of Adminis- 
tration (Washington: The Brookings Institution, 1964), 
pa to. 
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work of Congress was accomplished. The establishment of 
the House Ways and Means Committee in 1802 marked the end 
of continuous executive direction of government financial 
Slices: Souls revenue Vani Nap orop ia itlemeanbhoriby were 
concentrated in this Committee. The executive responsi- 
bilities in financial matters were viewed by Congress as 
Ome OL reporting only, with the Secretary of the Treasury 
eeonplıshine this function by classifying the expenditure 
Propossls and Submiuting them to Lhe Congress.” Duras 
period 1802-1865, Congress was provided an opportunity for 
u onppehenasıverreuiew Ol tne coverament's finances thrown 
the hearings of the Ways and Means Committee, where each 
Sovernment agency appeared and provided testimony. Such 
lity an the review of the budget began to dissipate in 
1565, with the establishment of the House Appropriations 
Committee. By 1885, the authority to recommend appropri- 
Pubes nacsbeen vesteg.in eigehv House eommittees. Later 
Wiis was increased To ten. sımılarly, the Senate delegated 
appropriating authority to eight of its committees .* 

Although 10 was becoming more difficult for the 
Members OL Congress to Obain a clear picture of government 
Sepencitures. the Supremacy of the lesislative had neverthe— 
less been established. That this was the overriding 

Arthur MiviTes., ne Budgetary Process in the 
“United States (New York: McGraw-Hill Book Co., Inc., 1955), 
PA 


“Burkhead, Fomenta Budeeting, P- 11. 
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eonsideration is reflected in Arthur Smithies’ analysis of 
ce Dudest procesa: 
-e It is essential to realize that traditional 
Duder cary neoe duires nave Ea ou, or eritorLs by 
Congress to control the kxecuvive through the 
device Otay Sspecriic app ropria bons Trauer 
than the consideration of the requirements of an 
effective budgetary process.1t 
Deu zo. son om onerees2sı1ona) Ineresseszm 
appropriations committees was that the years from 1880 to 
the early 1900's marked a period of extreme fiscal irrespon- 
Sibility on the part of Congress. During the years follow- 
ing 1789 the government had the problem of how to legally 
send tie surpluses which accumulated ine homie asur The 
Federal Government was small and the revenues from customs 
and tariffs far exceeded the expenditures. As viewed by 
Dewis Kimmel: 
. . « the abundance of customs revenue during most 
of the nineteenth century made it unnecessary to 
weigh expenditures and revenues and brought about a 
porel acetato or ais ode: process. 
However, the era or Tederal ssurplus was Go end 
Bomupuly and nov Teruran again for any length of time. Of 


the sixteen fiscal years between 1894 and 1909, ten were 


Br ars tie government incurred a deficit.? 


Ismithies, Budsetary Process, p. 49. 

Lewis ca rabia o ca as caL Policy, 
m Erb (iasmneton; The Brookings Institution, 1959), 
DO. 


Burkhead, Government Budgeting, p. 16. 


im) 

Conene u once zesponsrbilıviesziın 
en szebimersovernment business by insuring efficieney and 
Z nony lin coverimen: quibe naturally bred indifiecerence 
on the side of the executive. Lucius Wilmerding described 
the actions of the executive branch as follows: 

The departments governed their expenditures by the 
amounts of the estimates rather than by the amounts 
of the grants. If in any case less was granted than 
was estimated, the department or bureau affected, 
instead of revising its plans for the coming year 

to bring them within the financial limits of the 
reduced appropriations continued them without change 
in Bertecet contidence that Congress would appropriate 
SU pp lencia Une whee wiley “were cequesued ta pied 
chan Stop the Service. 

Congressional efforts to control expenditures 
ace taiciienc esmero unswecessiul. "he passage of 
the Anti-Deficiency Act of 1906 was supposed to prevent 
eet icicncies by 4 Sysuem Of apporticming appropriatións 
Pieoust phen iıscalzyeer, the practice met with only 
limited success from a generally lax and inadequate 
financial administration.“ Esel iron 
the contention that a system of budget execution intended 
Ne en dle lie tencies or effect savings as programs are 
administered cannot be successful when imposed unilater- 


en ns less lebure and lacks the cooperation and 


authority of the executive. 


lucius Wilmerding, Jr., The Spending Power (New 
Haven: Yale University Press, 1943), p. 120. 


“Burkhead, canelo bd ce tanme pp. OD. 
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With the advent of increased expenditures by 
enlarged government activities and the existence of the 
deficit, increased public attention was directed toward 
the manner in which the government expended and accounted 
Her bs Tunas In 1910, President Taft appointed a Commis- 
or On como and pericieney 1 Governmeny. ne purpose 
of this Commission was to examine the fiscal and financial 
operations of the federal government and to provide Congress 
with recommendations for improvement. 

Mio. mespons ulises breeaddy Conceived, Gic 
Commission undertook investigation of five major areas 
Over the succeeding two years. ae included examination 
A he budset a5 en annual financial program, (2) the 
Organization and activities of the federal government, 

(3) personnel problems, (4) financial records and accounts, 
and (5) business practices and procedures in the govern- 
ment. After nearly two years of study and research the 
Commission completed the first comprehensive study of the 
federal budgetary process and provided the foundation for 


all subsequent thought on the subject,“ 


lbid., p. 18. 


an Commission on Economy and Ffficiency, The 
Nal ter a Navional Budget, 62d Cong., 2d sess., 1912, 
fe Doc. No. 652. 





Eg 


Not only were the report of the Commission on the 
Need for a National Budget” ana the President's message to 
demeress on Economy and Fíficieney in the Government 
Service“ stem CE inves development of the budget system 
in che tederaimeovernment., but of greater Significance was 
the fact that these documents reflected an assumption that 
the President should be responsible for financial planning 
and management within the government. .Taft stressed the 
need for establishing a national budget system as a means of 
executive management and control. The Commission proposed, 
iirst, a comprehensive executive budget, where previously 
none had existed; second, classifying the budget in terms 
of programs versus functions, and additionally a classifica- 
parón based on the distinction between capital and current 
Lens: ano thard a Sysucmatic review of the budget alter 
US implementation.” In subseguent chapters mention will 
be made of these same recommendations in connection with 
ime Cauablaishmenet of the budeelary procedures called for 
Bir une cxies ting System within the Department of Defense. 

Conceptually, the Commission conceived the budget 


SS ine ea re old purpose: to be a documenu for 


bid. 


ae President., Messase of the President of vhe 
Ea a a a aa on Economy end Lfirserleney in the Government 
mervice, Sed Cong. med sess., 1912, H.Doc. 453. 


Arthur Smithies, "Conceptual Framework for the 
Program Budget, Program Budgeting, ed. by David Novick 
(Washington, D.C.: Government Printing Office, 1965), 
ye ole 
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Conmeressional action; to be an instrument of conurol and 
Minas emeno Oy tne Chiei Executive; and to be a basis Lor the 
administration of departments and agencies. On the last 
Point, the Commission stated: 

In order that he {the Administrator] may think intelli- 

gently about the subject of MaS esponsor pe 

must have before him regularly statements which will 

reflect results in terms of quality and quantity; he 

must be able to measure quality and quantity of results 

¡7 UA Ss OSOS) aad da lLs tol Cis icilency 

As a resulu, whe formal of the budgeu Incorporate 
in the Commission’s report included an itemization of 
activity schedules as subdivisions of departmental and agency 
zsprndiunres. 
O Von e arose that was a Point oe 

eemcerm to the Commission. At issue was the question of 
how a budget system would fit into ie” soveranenta ll Stan Ue 
based on a separation of powers. in considering this point 
the Commission suggested that the budget system was based on 
MEE On vie lublonal theory of trusteeship. The government 
fee viewed as the trusy instrument, the government olticials 
Peale wlio beeco mana tle Cibizens aS tne beneiiciarices "ang 
Ber tor Ss ©» be cruse,. The President, as the Senior trustee. 
Emol be responsimple for tae budget. The heads of the 
eepartmenss and agencies would transmit data to the Presi- 


dent in the format that he prescribed, with the Secretary of 


moe Treasury assisting the President in discharging his 


aioe COMM tron Ole Economy ana Errilcjeney, Need 


for a National Budget, p. 164. 


15 


oe Klone, me comía sesion felt thay the budget was the 
Only eclicecrv ve meanewinereby the President could be made 
meeponsible or Sonne adelante. eomprehensive, and weil 
evaluated program before the people.” 

Although the Commission laid the foundation for all 
subsequent reforms, the political climate of the times did 
me permitas ilen. Pame eleetions or 112 resulted in deleat 
for President Taft as well as any hope for implementing the 
recommendations of the Commission. In fact, "The report was 
Rot even considered by Lhe @epropriauions Comittee ee tae 
House of Representatives to which it was Peer 
Furthermore, financial pressures had been eased with good 
business conditions, and with the passage of the sixteenth 
Eaiendmenv, he govenmmeno had an additional source oi revenus 
from the personal income tax. The fact that the work of 
the Commission on Economy and Efficiency led to no immediate 
legislation can also be viewed as an indication of the 
extreme deliberation with which the Congress enacts proposals 
for reform. Aaron Wildavsky, in appraising the hesitancy to 
Change exhibited by Congress, has said: 

cit Econo ao rote IM Ameraea 1S ea mob ls somes 

not easily denied. But in the matter of Congress and 
budgetary procedures it is better to identify your 
proposal (for change) as a revision or amplification of 


present policy. These terms seem not to carry with them 
the quality which dooms most proposals calling for 


ree ey Ses, 


IBurkhead, Government Budgeting, p. 20. 


“Kimmel, PoC Nae Eoaea Policy, P. vs 


ES 


changes in a system with which they [Congress] are 
oe acquainted.! 


Ertorss UG establish metronal budeet system. were 
not undertaken again until after World War I. However, 
when viewed in retrospect, the work of the Taft Commission 
COMUEIDEbCOmerceuly Lo Cho eventual passags ol “the Budget 


ero Uan Ac LOL Je, 


The Budgeting amd Accounting Act of 1921 

Mico meer Zoe Bar om 1avOlLved an 
efforts both to control estimates and to give adequate 
review Lo expenditures, coupled with the policy of retrench- 
ment in government Spending following World War I, caused 
the Congress again to address the subject of economy and 
erliciency in Bovernment. The approach taken was three- 
fold: (1) fixing executive responsibility for the estimates 
submitted to Congress (budget formulation), (2) creating a 
mew Sovernmental instrument for the audit of executive 
accounts, primarily responsible to Congress, and (3) internal 
eonsolidation of the Congressional budget system.“ Congress 
maa, become particularly interested in accounting control as 
a means to economy and had come to regard budget execution 
eo equally aS signiticant as budget formulation. 


I lildavsky, ESTAS O Are Buda emy Praesss, 
mp; 151-42. 


John S. Saloma 111, The Responsible Use of Power 
(Washington, D.C.: American Enterprise Institute, October, 
MOST DE e 
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The House Select Committee, established in 1919 to 

Sandy tne federal budget system, expressed the rationale for 
the creation of the executive budget and a special budget 
Sbalí in these terms: 

- - . the estimates of expenditure needs now submitted 

to Congress represent only the desires of the indi-— 

vidual deparuments, establishments, and bureaus .. . 

These requests have been subjected to no superior 

revision with a view to bringing them into harmony with 

each other, to eliminating duplication of organization 

Greactiviuleowsor G1 Makine them, as a whole, contormm 

to the needs of the Nation as represented by the condi- 

Bono Eu ler ee nee er euere, oe wt 

Congress approved and sent to the President the 

first Budget and Accounting Act in 1920. Incorporated in 
ar Eh was the establishment of a General Accounting Office, 
to be headed by the Comptroller General. The President would 
have the power to appoint but not remove him from office. 
President Wilson vetoed the first bill on the ground that 
constitutionally appointment and removal power could not be 
separated. With the return of the Republicans to office in 
the national elections in the fall of 1920 and President 
Bemiineg S promises for putine the government on a sound 
Beieiness basis, the Budget and Accounting Act became law on 
fee 10, T921: Under the final provisions of the Act, the 
resident was vested with the responsibility for transmitting 
the national budget to Congress each year at the beginning 
of the session. He was further authorized to submit supple- 
Metical Gstimaves al his discretion provided they were made 


m Consress, Congressional Record, 66th Cong., 
Ms oo ner 170. LOL. p. 7085H. 


le 


Necessary as thezsresult of laws enasteg alter the initial 
transmission of the budget, or were otherwise determined 
mol be 11 one public interest. 
The creation of the Bureau of the Budget as the 
ar agseney vorassıst ne Presiden,, and the estvaplishment 
of the General Accounting Office responsible to Congress, 
are viewed as the major significant changes in governmental 
financial management resulting from the passage of the 
Budset and Accounting Act. The Bureau as the President's 
deent was given the authority to "assemble, correlate, 
revise, u ae om increase" the estimates provided by the 
departments and agencies. The GAO was empowered to "investi- 
Pave all matters relating to the receipt, disbursement, and 
applications of public funds" and to provide Congress with 
“recommendations looking to greater economy or efficiency 
DUO La expenditures. "^" 
A reflection of the atmosphere and the public atti- 

tudes of the times toward the new budget system is contained 
in the statement of General Charles Dawes, the first director 
ains Bureau of the Budget, to President Harding: 

I wish to say to you, sir, that the men before you 

Poe Le cares and perplemi ties of your great 

posi tion. They realize that av this time the business 

iO ac e oras trabed. vial Meno are Ou OL 


employment, that want and desperation stalk abroad, 
and that you ask us to do our part in helping you 


ee Sr a ee D 


NOLS. Cone ees bude ona Aecounving Ace ot gel, 
Te. 207, 
El 


Ibid., sec. 312. 


ln, 


iil) Une ine nor LE aL Lon irom cherbacks or che 
people by a reduction in the cost of government. 


Important to this analysis of budget reforms 1S that 
while the Budget and Accounting Act of 1921 required the 
Suomi Ssiom Of & Comprenensive exccubrve budget, this was to 
become an essential step in achieving the comparison of 
alternatives in the executive budget, the Act left depart- 
mental budgets and procedures for preparing them unchanged.“ 
iMicmouaees CYClewcemecerned auSseli wilh une objects Of the 
expenditures and failed to direct the attention of budget 
proposals to the program for which the money was being 
Ead or Che Lunegien wath woich TE was concerned. 
Consequently, it was impossible to determine the magnitude 
of government expenditures for programs because funds had 
Deren ap on aed Under Numerous appropriations for Specie 
items unrelated to the programs under which they were to be 
expended. Nevertheless, the control process is an important 
factor in program budgeting. Although the program budget 
would not be implemented until the early 1960's, the 
establishment of an executive budget was an important 
contribution to its development. 

The installation of a budget system can be viewed 
as an assumption of responsibilities by the government that 


require an organized executive authority as well as an 


“Charles G. Dawes, The First Year of the Budget of 
the United States (New York: Harper Bros. Publishers, 1923), 
De. 15-19, 


“oni thies, 'Gogecpuual Framework." p. 30. 
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imore2 ed ane In govermmenv Organized economic power 
Mire labio vO Priveucly Orsanızed econem.c power. AS a 
es ne de one Den mesa texeciive sad legislative 
ANO LL ae consti UL tas practliced by Uhe SoOvera= 
ment had to be altered before a budget system could be 
established. The federal budget system is considered revo- 
u (om aryeirscheossrespmech SINCe 1G wes a producy ol a 


fundamental change in the government structure.” 


‘Burkhead, Cone raent Buln ocine Den 


CHAPTER 11 
REFORMS IN THE BUDGETARY PROCESS, 1921-1955 


Growth of the Bureau of the Budget 

An evaluation of the Bureau of the Budget since 
passage of the Budget and Accounting Act of 1921 can be 
related to the changes that have occurred in the performance 
of two major characteristics of budget preparation: those 
of program review and management improvement. The Bureau's 
Significance in program review has grown with the emergence 
of the Executive Office of the President in the federal 
sovernment. In management improvement the Bureau's responsi- 
bility has changed over the last fifty years from initially 
a narrow concern with economy and efficiency to its present 
Droader concern for effective administration.” 

During the first decade in the history of the 
Bureau, economy and efficiency accomplished by balancing 
the budget, reducing the federal debt, and lowering taxes by 
ieeaucineg expenditures became the fiscal philosophy in govern- 
mental operations. The policy objective was to balance 


mevenues and expenditures or at least to minimize the 


l Burkhead, a a a eE E Pp. 287. 
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Sie kins revenues.~ u Sin eo Lan enel Danes. COM 
ceived the role of the Bureau to be 
u ap E Business oreanigation waose acsivities 
are devoted constantly to the consideration of how 
money appropriated by Congress can be made to go as far 
a6 possible vowerd the accomplishment of the objects 
oe on i te Tine proms properly. Lilas mob 
and can never have any purpose but that of the Execu— 
Give and Comeress inv steking Une amposicrLon.. throughous 
the government administration, of correct business 
Prineiples ns zounane busınesszacwirrtspeatven. 
Althoush many factors may be considered as contributing to 
tae surpluses achieved, it should be noted that over the 
period 1924-1929 a debt reduction was accomplished using 
annual surpluses of over $900 aan > 
Until the early 1930's, the Bureau of the Budget 
continued to focus primarily on management improvement 
accomplished by a budget review that emphasized reduction 
in expenditures. The initial year of the New Deal brought 
no change.in the Bureau's role or increase in its staff. 
Responsibility for many of the emergency relief and public 
works planning and coordinating functions were assigned to 
newly created agencies. The change came as a result of the 
report of the President's Committee on Administrative 
Management. The large quantity of federal programs in the 


1950's and the recognition that improved procedures for 


Pontrol were required prompted the philosophy that the 


ema ee 
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Ismithies, budgetary Process, po. 115-16. 


“Vincent Io te Wie Cont rolmot une cub te 
Budget (Washington: Public Affairs Press, 1949), p. 91. 


Kimmel, Mercero edce brand ntecal Policy, p. WU. 


an 
President must be supported by a more adequate staff if he 
Oo Oaa DisVveapacity Lor efieclive management and 
policy formulation.” The role of the Bureau of the Budget 
as a staff agency was stressed by the President's Committee 
in 1937 as follows: 


If the Bureau of the Budget is to develop into a 
serviceable tool for administrative management to 

aid the President in the exercise of over-all control, 
it needs greater resources and better techniques. ... 
The Director of thewBureau of the Budget is one of the 
few Government officers in the position to advise the 
President from an over-all, as opposed to a bureau or 
departmental, point of view. He should therefore be 
relieved to the greatest possible extent from the 
Mier rec Gelli TO Paint Spreauton., tHe sshowld De 
ewes Sic Ao O ame crite ran o OS 
President. . . . The Bureau of the Budget as a mana- 
serial agency of the President should therefore be made 
responsible for the execution, as well as che Formula 
tion, of the budget as a national fiscal als 


ae a eR On pes ita call recommend thay ule 
Küreau DBezeransrerred irom the Treasury Department, iv dad 
reject a task force proposal that the Bureau be strengthened 
within the Treasury Department. The Committee's stress on 
nie: Dresldcnuilalvaspecy Of bUdeecting Jefe no doubse abouy 
what was intended.? 
Under the Reorganization Act of 1939, the Executive 
Office of che President was formally established and the 


Bureau of the Budget was transferred to it. There, with 





"Burkhead, Geveoromeny Budgeting, p. 292. 


ÓN President's Committee on Administrative Manage- 
Meau, Administrative Management in the Government of the 
United States (Washington, D.C.: Government Printing Office, 
1937), pp. 17-18. 
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its inereased responsibilities, 1% emerged as the principal 
institutional Start arm of the President. The Bureau assists 
the President in the discharge of his budgetary, management, 
and other executive responsibilities. The responsibilities 
of the Bureau may be grouped under the functions of: (1) 
preparation and administration of the budget, (2) improve- 
ment of government organization and management, (3) improve- 
ment of financial management, (4) legislative analysis and 
review, (5) coordination and improvement of federal 
statistics.” 

More specifically, the Bureau's functions as part 
of the Execulive Office of the President are as follows: 


1. To assist the President in the preparation of 
the budget and the formulation of the fiscal 
program of the Government. 

2. To supervise and control the administration of 
the budget. 

3. To conduct research in the development of improved 
plans of administrative management, and to advise 
the executive departments and agencies of the 
Government with respect to improved administrative 
organization and practice. 

4. To aid the President to bring about more efficient 
and economical conduct of Government service. 

9. To assist the President by clearins and coordinat- 
ing departmental advise on proposed legislation 
and by making recommendations as to Presidential 
ación on legrsletive enactments, in accordance 
ween past practice. 

6 To assist in the consideration and clearance, and 
where necessary, in the preparation of proposed 
Heel ive Omgders and proclamations, in accordance 
with the provisions of Executive Order No. 7298, of 
February 18, 1936 (later superseded by Executive 
Order No. 11030 of June 19, 1960 - 27 FR 5847). 


i PE wor ae The Bureau of “Une 
Budget: What It Is--What It Does (Washington, D.C.: 
ome iamea ea e Oliice, 1985). D. 9. 
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7. To plan and promote the improvement, development 
and coordination of Federal and other statistical 
services. 

8. To keep the President informed on the progress ol 
activities by agencies of the Covernment with 
respect to work proposed, work actually initiated 
and work completed, together with the relative 
timing of work between the several agencies of the 
Government; all to the end that the work programs 
of the executive branch of the Government may be 
coordinated and that the monies appropriated by 
the Congress may be expended in the most economical 
manner possible with the least possible over- 
Tape ane Cunt Cac tea OL eii ork. 

In consonance with the trend toward management orientation, 
the Bureau's staff was considerably increased, it developed 
the administrative management and statistical coordination 
functions that it still possesses, and it installed appor- 
tionment procedures for budget execution. The divisional 
organization as established in 1949 remained in effect 
without significant change until es 
The expanded Bureau of the Budget was to be tested 
by government organizational and program problems faced 
during the years of World War II. The Bureau discharged 
major assignments in establishing emergency agencies, in 
planning and budgeting for military procurement, and in formu- 
Mine programs for inflation control. The Bureau shared its 
u potvct wml my Lea wachzocher ageneies in the Executive DITTee, 


the Office of Economic Stabilization, and the Office of War 


Mobilization and Reconversion. World War II was to prove 


8: President, Executive Order No. 8248, Septem- 
ber 8, 1939 (4 F.R. 3864). 
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ie Sou ndness Of une role ol URe Bureau ac a major agency of 
¡pres dental management.” 
The Hoover Commission Reports and 
the Performance Budget 
Apache elose of World War IT, the mega orien— 

tation. in federal budgeting was entrenched in all but one 
aspect--the classification of expenditures. In 1949, the 
recommendations oßsthe Commission on Organization of the 
Executive Branch of the Government (Hoover Commission ) 
called for changes in budget classification more in conso- 
nance with management orientation. The Commission found 
that 

=. - the Budget doeument itself, because of Its size 

and complexity and ats concentration on services and 

meverials GO be@boushesrather than programs to be 

Bear 0, 0 2 Trelavivelysimnefiecegiye COOL OL 

management. 

The Commission's report emphasized the weaknesses 

In bone Internal operation of the federal government in the 
fiscal area. lt considered the budget and appropriation 
process the heart of management and control of the execu- 
tive branch and found the system inadequate, poorly organized, 


and failing to predict planned costs with accuracy. With a 


view toward correcting the deficiencies, the Commission 


tburkhead, Government Budgeting, p. 295. 


ace Sonica oa DES Son od Lhe Executive 
Branch of the Government, Concluding Report (Washington, 
D.C.: Government Printing Office, 1949), p. 8. 
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recommended "that the whole budgetary concept of the Federal 
Government should be refashioned by the adoption of a budget 
based upon functions, activities and projects." Tis 
would focus attention on the program rather than on the 
objects to be acquired. It would improve management of and 
within the executive agencies as well as increase control 
over federal expenditures. To what had previously been known 
as functional or activity budgeting, the Commission gave the 
label "performance budgeting. "© 
there tS Op rect se decliINitiCmetor Ppemtlormamace 
budeebing.  Awthors have exhibited a bendency to make program 
budget and performance budget synonymous terms to describe 
the same things. Further terminology confusion has been 
increased with the association of the term "program budget- 
ing" with the planning, programming, budgeting movement. ? 
A performance budget has been broadly defined as 
. . . one which presents the purposes and objectives 
I One und See required. ENE COS ts Ol LIS poems 
Peo Oe ea aevi ng Those pb ectives. and quanıı- 
tative data measuring the accomplishments and work 
performed under each program. 


This definition implies a difference between measuring work 


accomplishment and measuring work performed. Work performed 


E nn nn 


ee 


ine Hoover Commission Report (New York: McGraw- 
Moll Book Co., Inc:, 1949), po. v-vil. - 


Allen shick, “The Road to PPB: The Stages of 


p. 39. 


A 
"Burkhead, e en OAE E CINE, p: 142. 
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Neue processor activan accomplishment becomes the 
end product. Performance budgeting increases the responsi- 
bility and accountability of management. Its principal focus 
is to aid management to assess the work-efficiency of 
operating units by (1) casting budget categories in functional 
terms, and (2) providing work-cost measurements to facilitate 
She efficient performance of prescribed activities." Generally, 
the method of accomplishment is by the reduction of the work- 
Cost data into discreet, measurable units. Early attempts at 
performance budgeting were made by federal agencies and local 
sovernments. What were called project budgets or program 
¡MISS were Similar Go saab which 1s now called a périormance 
Budeev. Although they mer wich limited success, they can be 
viewed as initial steps toward improving the necessary 
coordination between planning and budgeting .< 

Following World War 11, the federal government pro- 
vided an increased impetus, to performance budgeting. The 
fiscal 1948 budget of the Navy Department was submitted both 
one traditional object basis and on a program basis. 
While the program basis was not accepted by Congress, the 
Navy's efforts influenced the work of the Hoover Commission 
and contributed to its recommendation for a performance 
budget. This recommendation became a legislative requirement 


with passage of the National Security Act Amendment of 1949 


‘Shick, "The Road to PPB," p. 39. 


“Burkhead, CON bue elias. p. 13%, 
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thas required that the budget estimates of the Department of 
WOT ensa: 

MI TT a a a aad a eds 

where practicable, and authorized programs shall be 

administered, in such form and manner as the Secretary 

of Defense, subject to the authority and direction of 

the President. may determine, so as To account for, 

ana Ee O > eo Lo) Zperiormanerrof readıly Toenvı- 

fiable functional programs and activities, with segre- 

gation of operating and capital programs. 1 

The Act further provided for the establishment of 
ie OlTiGe Of Comptroller in the Department of Defense and 
the services. The Comptroller was made the principal 
advisor to the Secretary of Defense on all budgetary, 
accounting, and statistical reporting matters. The Comp- 
wrollers of the services were given similar responsibilities 
within their departments and were provided the status and 
authority needed to permit them to promote better manage- 
ment. While the Act recognized the relationship of 
budgeting to past performance, it failed to recognize the 
important relationship of budgeting to planning and 
programming.“ 
Although che term "performance budget" did nov 

appear in it, the Budget and Accounting Act of 1950 provided 
that the budget would be in such form and detail as the 


{resident determined. He was given explicit authority to 


ferescribe the “contents, order, and arrangement of the 


National Security Act Amendment, 1949, Pub. L. 216, 
sec. 403, 8lst Cong., Ist sess., 1949. 


Smithies, PO E ess. 0.07. 
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proposed appropriations and the statement of expenditures 
and estimated expenditures contained in the Budget. . . oe 
It appears evident that it was the Congressional intention 
Wemencouragce periormance bud geuing. 

The President applied these budgetary decisions to 
mec Military posture of the nation in 1951 by requesting 
fem ls vary services. to submit thelr Dudgsev requirements 
map ertormance pulasev Torn. The services were given cone 
siderable latitude in rearranging their appropriation 
structures. The Navy's compliance reflects the similarity 
of events experienced by the other services. The Navy 
stressed broad programs that could be used for evaluation 
Ac Department Oi Defense level. However, when imple- 
menting the existing programs within the existing bureau 
structure, the Navy found that it was necessary to fragment 
its operating and funding program. Cost of fleet mainte- 
nance and operation was a program administered by the 
Bureau of Ships. The cost of manning these ships was 
another program under Bureau of Naval Personnel. The 
@evelopmens of the performance budget within the Navy, 
where programs paralleled the existing organizational 
Actis. mel the criteria of a budget that revealed 
functions but not true programs. The Bureaus, being 


SemuribuLors vo the end products, presented a budget 








Budget eng TACcoumirine gerocedumes Ach. of 1950, 


Fo ee ety 


Eos. Vals Cons, 2d seso., 1950. 
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Spricbure Dase don eno products.” No single Bureau had 
oval responsibilities Tor any single product. 

Service-wide experience indicated that the results 
Sl Inplement Ing che mew budsen ceomeepu tell short of Deine 
a true performance budget. However, the budgeting and 
accounting structures of the military departments were 
simplified and made more uniform. The old appropriation 
Categories Under which the technical services of the Army 
and Naval bureaus had received and administered their own 
Separate appropriations were replaced by broad classifica-— 
tions such as Personnel, Operation and Maintenance, 
Procurement, Research and Development, and Construction. 
SE DE Comperı oa between ENG Military services 
and separated the one-year accounts from those of longer 
Pange. 

AO ea Lay periormance budacet by 
Frederick Mosher in 1954 concluded that the budgets con- 
sisted of groupings of cost supporting elements rather than 
Ara tido elements. He proposed a dual budget System 
consisting of a program budget for development, appraisal 
and approval of future policies and an administrative 
budget to facilitate internal programming, management and 
ontrol. $ The program budget would be prepared at the 


plaming level and would integrate the budget and planning 


1 Prederick C. Mosher, Program Budgeting, Theory and 
Practice (New York: American Book-Stratford Press, 1954), 
PR 

Tpid., pp. 240-49. 





De 
Micon | Would =rerlecuscosuSs In Terms Of projects Lo 
be accomplished rather than items to be purchased. Statis- 
tical skill would require emphasis as opposed to accounting 
experience. The administrative budget would be prepared 
much in the same manner as the process in use at the time. 
ibs amportance, however, would be found in its internal 
os. for planning and control. The heart of Mosher’s 
Pevecines was thas “the central idea of the performance 
bweect . « . is thas the budget process. be focused Upon 
programs and functions-—-that is accomplishments to be 
neved, work to be done. "t 
In 1955, Arthur Smithies conducted a survey of the 
budget process for the Committee on Economic Development. 
Included in his recommendations was the basic proposal 
for both a program budget and an administrative budget.” 
During the same year a Second Hoover Commission expanded on 
Mer iros tol Ihe original body. ft met with the purpose 
of reviewing and evaluating the success of the performance 
budget and to recommend any necessary changes. Its Task 
Force on Budget and Accounting recommended: 
That the executive budget continue to be based 

Upon tae function, activities and projects ade- 

Cicely SUppOruca by Anlermallon on program costs 

and accomplishments, and by review of performance 


by organizational units where these do not coincide 
With periormance budget classification. 











lIbid., p. 79. 
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U.S., Commission on Organization of the Executive 
Br men or Siovernnene, Task Force Report, Budgeting and 
Accounting (Washington: Government Printing Office, 1955), 
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Eniphasıe was uo be placed on programs as well as 
en performance. Ihe system proposed would enable future 
budgeting to be made on a cost basis and oriented toward 
results rather than procurements. As in the concept 
forwarded by the first Hoover Commission, the budget would 
Berbased on performance, Or end results. The Commission 
further recommended that government accounting be accom- 
plished on a Cosy accrual basis, which would provide 
necessary management information to enable the President 
za Congress CO equate resources expended and results 
achieved. A year later, a close version of these proposals 
was enacted into law. Public Law 8653 provided for cost- 
based budgets, an accrual accounting program, and a 
ampli ried allotment system: Ib 2S interesting to note 
a a a e L. 17968, only 57 per cent of me 
sovernment agencies had complied with the provisions 
requiring an accrual-based system.” 

Ihe purpose of the preceding paragraphs has been 
bo present the E eai OUR Sar Proa aa iliac 
Eea the féderal government. This process directly 
relates to a discussion of planning, programming, budgeting 
presently in effect in the Department of Defense. Parallel- 
ing the development of the budgetary process in the 
government was a similar development in the Department of 
Defense. The following chapter is devoted to those 


‘Glass notes, Governmental Budgeting--PAd 251B, 
Naval Financial Management Program, 1969. 
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Tee laive enzechenes, ezeeücıve Cireclivyes and related 
Procedures Ghat Croated the environment that Led to the 


planning-programming-budgeting system as it exists today. 


CHAPTER IIL 
THE EVOLUTION OF THE DEPARTMENT OF DEFENSE 


Background 
Since 1789 the nation has always had a single 
authority in control of its armed services. Article II, 
Section 2, of the Constitution provides that the President 
of the United States will be the Commander in Chief of the 
Pemy and Navy. This concept of single authority has not 
changed with the development of large armed forces with 
ine Capability to destroy nations. As €. W. Borklund 
Comments; 
America's organization for national security has 
evolved within the framework of its Constitution, 
fis CUeuols. and its GradiGLons.. Powers bearing on 
national Security are vested by the Constitution in 
the Government as a whole, and are shared primarily 
by the President and the Congress. Under a system 
of checks and balances, these .. . elements have 
developed distinctive patterns oe ee en US COLS Aa 
for national security. 
While the President's military responsibility is 
Mae same today as Lu was 11n the past, there has been a 
drastic change in the organizational pattern of support 


Bor him in the execution of his responsibilities. During 


the first decade of the Republic, a single deputy, the 





i Rorklund, Soc onen lO Detense. p- Vi. 
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Secretary of War, was his sole assistant. Then, in 1798, 
Kol lloyıne tie aieey U lanp Loans Barbary Coastal Wars. 
the Department of the Navy was established. For the next 
150 years disputes between the two military departments 
were settled by the President alone. With the passage of 
the National Security Act of 1947 and the establishment of 
wae Office of Secretary of Defense, the President once 
again acquired a single deputy for defense TETES o 

In the years between 1798 and 1947 coordination of 
activities between the War and Navy departments was con- 
Z e esca ny “Only Jabune coast lines Those problems 
peculiar to the sea were a concern to the Navy and those 
er che land were 1n the domain of the Army. Since Army and 
Navy missions seldom overlapped, military policy was not 
ame jor concern. Further, except in time of war, the size 
of the departments was comparatively small and as a result 
une, President was now unreasonably burdened with Two 
peparave military departments reporting to him. However, 
Teel wae conclusion of each conflict involving our armed 
meeces. proposals were made in the hope of achieving a 


5 


Mile” coordination and consolidation between the services. 


paul 2 Honnond.sOreamzinesor Defense; The 


American Militar: A ies meatievn Centur Ey 
Princeton: Princeton University Press, 1964), p. 26. 


Te S-, Congress, National Security Act of 1947, 


Public Law 253, 80th Cong., July 26, 1947, in Committee 


Eu Sch Cone. , adi sess.:, 1900. 
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In the immediate post-World War I period a great deal 
Ge ınveresL was Beneragve‘d Tor Unification of the armed 
ze ler wi. UNO pramarysresconesıor bans, PUBS: 
was the high cost of the war coupled with the problens that 
were brousht to light regarding the waste of time, money, 
and resources caused by conflicting demands on the nation's 
wer Materials from uncoordinated service demands. Secondly, 
the advent of a new technology, the combat aircraft, upset 
the traditional lines of demarcation between the juris- 
@actvional areas of land and sea for the Army and Navy 
parecen. Ihe early pioneer Tor military aviation led 
e meneral Mitchell made a concerted effort before Congress 
for a law establishing a third service and a Secretary of 
Pewence responsible for all national defense.” Asa rec 
Sie ble Pressure ior more eiticieney and economy. more than 
fret Suu bes onc 1m Excess OF fifty balls and resoldpr on 
were presented to Congress between 1921 and 1945, essentially 
requesting a unified organization to handle military 
affairs, Ho Eres. Dil IS tere? wenig Mond eonmı nee 
Investigation, none were approved, and the military establish 


Pemb COMuinued 1n Sbacvus quo until after World War II. 


Ioharles Ica a Decision- Making in che Department 


er Derense," A series of four lectures at H. Rowan Gaither 
Lectures by the Assistant Secretary of Defense (Comptroller), 
aoc mee che Ua versity of California, Berkeley, 
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No e coc is SL ic tenso LAS nod 
forces were brought to light during the Second World War 
thiar cencrated further discussion oi the idea ol a single 
military establishment. The key factors behind the unifi- 
Alo clrorus, NOWwever, Were the ascumpelcm cil Hires Werld 
leadership by the United States; the advance in technology 
with the development of the atomic bomb and ballistic 
ibe ciilca. thew suceess OM—INe Compincdsoperataons during che 
war, and the increased costs of developing new weaponry as 
opposed to the public demand for economy in military spend- 
imme. AM objective appraisal would readily recognize the 
military as only one facet of a many-sided problem involving 
Soano Crowe, ıinsernal security, foreien policy, ad 
Des onal goals. 

IIS O wel a emana Ca e aio ne 
eSoordımated and choreueh planning bpe accomplished Ior porn 
Preventlive cilorts and counvteratiack. Looking back on this 
period, W. W. Kaufmann wrote: 

Heretofore, the tasks of the armed forces in peace- 

Eine bad besa primarily to maintain cadres of Grained 
Sido. re and Men, bO cugage in mobilization planname: 
Geni HOPNOPOLOG Mes Of the weapons they would like Go 
order in quantity, and try to foresee the circumstances 
and places in which they would be called upon to fight. 
Each Service had had a [fighting] capability in being, 
especially che Navy; but these forces were rarely 
expected to become involved in major military operations 
until after America's friends had been precipitated into 
Ia . . Now all this had chanced. Contingency 
plans might have Lo be executed, forces in being might 


have to be used without a period of grace for mobili- 
zation.t 


lWilliam W. Kaufmann, The McNamara Strategy (New 
York: Harper & Row, 1964), p. 186. 


> 
Economy had long been one of the supporting arguments 
for most proposals for military department unification, and 
it was in this atmosphere that President Truman engaged in 
his controversial efforts to unity the services as a measure 
to reduce costs and increase efficiency. He was later to 
write that he had 
not fully realized the extent of the waste and ineffi- 
ciency existing as a result of the operation of two 
separate and uncoordinated military departments until 
I became chairman of the special Senate committee 
created in 1941 to check up on the national defense 
program. i had long believed that a coordinated defense 
organization was an absolute necessity. The duplica- 
tions of time, material, and manpower resulting from 
independent Army and Navy operations which were Du 
before my committee intensified this conviction. 
These efforts were formalized under the President's 


leadership with the passage of the National Security Act of 
1947. 


INS ANGE SOMO 1947 


In a broad interpretation, the National Security 
Act of 1947 was to provide for the total defense needs of 
the nation. This was to be accomplished by the establish- 
tems OL three levels of defense organization. The national 
security machinery consisted of the National Security 
Council and the National Security Resources Board at the 
apex, and the National Military Establishment under a 


Becrcvary of Defense located a level below." TeC TUNET ON 
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Harry lomas Memoirs by Harry s- Truman, Vol. IE: 
Years of Trial and Hope (New York: Doubleday, 1958), p. 46. 
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of these agencies was to provide integrated policies and 
procedures for all departments of the governmen: relating 

e national Security. Both elements of the policy process. 
the ends and the means, had been provided by the Act. Policy 
would be determined in light of resource capability and 
meource planning would be related to policy objectives. 

The National Security Council (NSC) would be respon- 
sible for advising the President on the coordination of 
domestic, foreign, and military policies relating to national 
Zeourtiy. Two duties were assigned the Council; first, Go 
consider the nation's objectives, commitments, and risks, and 
to recommend action on the country's actual and potential 
Mica power; second. Lo recomnena action on matters Of 
common interest to federal vit as concerned with 
national security.” The National Security Council became a 
means for making the President aware of the need for a 
decision and was devised to present to him ultimate solutions 
as well as the problems. 

The National Security Resources Board would be 
responsible for advising the President regarding the coordina- 
ron of military, industrial, and civilian mobilization. In 
peacetime it would be involved primarily in the review of 
bone nation Ss resources and productive capacity.” In wartime 


the Board would develop for the President an optimum 
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ITpid., sec. 101. 
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U.S., Congress, House, Committee on Government 


Empendiiities, Heanings, 80th Cong., 1947, pp. 23, 372. 
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allocation of resources and production between civilian and 
Molitary requirements. BY controlliné aña allocatins 
erıvıcal materials the board would insure consonance between 
military plans and material capacity. As with the National 
Freureey Council, the concept oí operation oí the Wavional 
Beeurity Resources Board was that the individuals bearing 
the responsibility to implement policy would participate in 
Policy formulation. 

The third level of defense organization established 
io che Act was the National Military Establishment, since 
menamed the Department of Defense. The operating level of 
the new establishment consisted of three separately organized 
end edminastered departments of Army, Navy, and Air Force. 
Mis AcG further provided for the establishment of "unified 
commands in Strategic areas":* however, no stipulations as 
to the chain of command were included. The Secretary of 
Metense. ea clivilian and principal assistant to the President 
in all matters relating to national security,“ was assigned 
carefully enumerated duties. Powers and duties not 
Peectii1cally conferred upon the Secretary of Defense were 
retained by the individual service Secretaries. 

From the viewpoint of the military, the National 
Security Act of 1947 can be considered a budget reform. The 


duties conferred on the Secretary of Defense were to have 


Zr rales. Sec, ell, 


“Thid., see. 202. 
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an impact upon the military budget process. They were (1) 
to establish general policies and programs for the Monet 
military establishment; (2) to exercise general direction, 
authority, and control over the establishment; (3) to 
eliminate unnecessary duplication or overlap en procurement, 
Eepply. team porsenilon, Storage, health, and research, zamd 
(4) to supervise and coordinate budget matters of the compo- 
Meme activities, imeludine tormulatión ©f budset estimates 
or che establishment.” lave, leteWaes, Doc mos DAI SOS 
Ae entralazed review of the defense budget prior to 
Be oae nal approval and submission Lo Congress. 

e eaa a a S a Tro On e zer 
Bar Derense secretary might appear, his authority was tightly 
Bei ven ince his auunority was only "general." the Sermices 
insisted upon retaining a great deal. The service Secre- 
herLes were required only to inform the Secretary of Defense 
ML. Debereztchey were permitted o present Lo ie Presas 
moos. une EUr reau Of the Budeet, and the Congress any reperue, 
recommendations, or appeals they felt were necessary regard- 
ing the crucial requests for departmental budget funds. 
fms, they could, and often did, De the Secretary of 
Defense. In effect, the National Security Act of 1947 


created not a unified department but a confederation of 


John Geniessen den ssemenvzor Defense: Oc cms 


Bor and Control of the U.S. Armed Forces (Baltimore: ‘the 
Johns Hopkins Press, 196%), p. 102. 





a 


Per an VLanyed per kmengs preslded Over by a Secretary of 


Defense with carelully enunerated powers.” 


Evolution and Reorganization, 1919-1928 

The obvious weaknesses of the 1947 legislation led 
to Congressional and Executive action that sought to strengthen 
che position of Secretary of Defense. These were the 1949 
amendments to the basic Act, the Reorganization Plan of 1953, 
and the Department of Defense en Revo» 

Limited defense budgets and interservice conflicts 
ate question o. rolés and missions characterized the years 
1947-1949. The first Secretary of Defense, James Forrestal, 
fecognized the relationship of the problem of the service 
roles and missions to the problem of budgetary allocation. 
It had become clear to him that the issue of service missions 
mould haye to be settled before the Joint Chiefs of Staff (JCS) 
could be expected to agree on a defense budget. Twice in 1948, 
at Key West and at Newport, he met with the JCS to consider 
mates key questıon of roles and missions, he papers signed au 
Die end of these meetings were nothing more than a compromise 
restatement of what each service considered its previous 
rats. Ms arresto: the Joint Chisfts did no more than 
Snl orse the proposals of each service.“ An example of how 
far apart the services were in relation to overall national 


policy was evident in the defense budget for fiscal 1950. 


I Borklund, Pevetmea tor Derensespe am: 
“Thid., PS 
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A Presidential directive placed a ceiling of $15 billion on 
the Department of Defense budget for fiscal year 1950. The 
services had only been able to agree on an absolute minimum 
of $24.5 billion as necessary military funding to carry out 
ici Mi CStOtlso, Berube rmMOre be mzaccrevary Of Vetense did 
not have the statutory power to order a resolution of the 
problem.” 

Recognizing bie deiiciencies in the organizational 
Ace a Ee ea y, a bis Tirst aanval reporu vO) uae 
President, recommended that "the statutory authority of the 
Secretary of Defense should be materially strengthened «de. 
by making it clear that the Secretary of Defense has the 
wo ponil y tor exercising "direction, authority, and 
sontrol” over the department and agencies of the National 
Military Establishment." Secretary Forrestal further recom- 
mended that the Secretary of Defense be the only representa- 
ive Of the National- Military Establishment to sit on the 
National Security Council. Under the 1947 Act, the service 
mecretvaries were not only Heads of Executive Departments 
but were members of the Council as well. No official action 
was taken on his report.” 

il acne neerevary 5 reporu. une Hoover 


fommission task force on National Security Organization 


Mbid., p. 51. 


noe Department of Defense, First Report of the 
Secretary of Defense (Washington, D.C.: Government Printing 
Office, 1948), pp. 4-20. 


en 


a 


Son ltted vs meporo to Congress. The report said that the 
defense policy process was operating improperly and made the 
pase tment that: 


Peesently, national policy is not emanating, 
elkcarty onde titi rom ato e wand deceendine efrieez 
bively thirousir the chaim of agencies for translation 
abe, an Cliche m cc OnOm Capi tary, SSitapl ronn n 
measured against our national needs. As a result, the 
military have picked up the ball of national policy 
and are starting down the field with it. Just by being 
concerned about our national security--but at the same 
time with an eye to individual Service ambitions, they 
Mesones Sadie PUTO OW les SS nen SMano Ma pp ells 
Si eres e aa en las as 
translated them into their own ideas of our proper 
military strength. | 


acer, Decalseñune andara cla aci SO Male Ol 
with national security 


Eo per ormine. nen respeetive immessons ade ren 

zur aa vyaduallvy or an relavilom Go Sach other : M 

instead of policy determining strategy, and strategy 

in CUE Geyerminine itS military implementation in term. 
Ma Rao Maure of PiewmMiivary estaplrshmngee 

the tendency iS in the reverse direction. To far too 

oro e eno Che unilateral ammo anda policies or ihe 

Ga Services are combining Go make thezstrateey 

C E a a OSE d tO Serve. and the strategy is tending 

to make the national policy. 


le recommendations of the Hoover Commission task force closely 
= semblead those of Secretary Forrestal and provided the 

impetus that resulted in Congressional enactment on August 10, 
1949, of a public law, Title IV to the National Security Act 


of 1947. In addition to requiring performance budgeting for 


ie The Commission on Organization of the Execu- 
ye Braneh of the Government, Task Force Report, The National 


Security Organization (Washington, D.C.: Government Printing 
TOES ; 


— 


er fice, poe oo 


“Tbid., Des 
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the first time in a governmental deparvment, as discussed 
iaecnapter Il, 1G clarified and Streneunened the role of the 
San arg con Detense. The primacy OL ne Decretary of 
Defense as the principal assistant to the President on 
defense matters was stressed. The Army, Navy, and Air Force 
ioc their status as executive departments and all that went 
with it. The Secretary of Defense was given a Depuby and 


Mires Assistant secretaries; a Chairman was provided for the 


Joint Chiefs of Staff, and the Joint Staff was doubled.” 


One of the Assistant Secretary posts created was that of 
Sonptroller, thus providing for uniform budget and fiscal 
Perocedures to be established for all the military departments 
and firm budget controls to be set in the Office of Secretary 
of Defense. The Comptroller's responsibilities under the 
Secretary of Defense were: 


A. To supervise and direct the preparation of the 
budget estimates of the Department of Defense and 
A ESOS SiS o SU oo 
dies AO MES POLE es Manaos edu SS oe 
followed in connection with organizational 
and administrative matters relating to 
(a) the preparation and execution of the 
ua ces 
(b) fiscal, cost, operating, and capital 
property accounting 
(c) progress and statistical reporting 
(Co cian 
2. Policies and procedures relating to the 
senda Sendo llsction er Tunds 
administered by the Department of Defense and 
GC. to Sy plate nun form Eo nel opilen, classifications 
ands procedures in all matters. | 


'U.S., Public Law 216, 8lst Cong., August 10, 1949, 
in committee Print, 85th Cong., 2d sess., 1958, pp. 33-40. 


“ibid. 


en 


The military manager of today is well acquainted 
bete names as wilired =) “Metleit  Cnarmles J. Hitch, and 
Robert No aaa wae were subesalentl tO periorm the wuuies 
of Defense Comptroller. Many of the detailed considerations 
of military managers of today were to originate with these 
woa viduals. 

Several developments over the next decade were to 
strengthen civilian authority over the military chiefs. On 
April 40, 19543, a reorganization plan for the Pentagon was 
submitted to Congress. Congressional willingness to look 
upon it favorably resulted from their awareness almost 
immediately after the Korean War of the resurrection of 
Mmubcmalve: DavuUlLes Over roles, Missions, and money. 

The plan, which was to become Presidential Reorgani- 
zation Plan No. 6 of 1953, stressed the need for strengthened 
emvtiian control, improved strategic planning, and efrfective— 
Mess with economy.” In transmitting this reorganization plan 
To Congress, the President made it clear that “no function 
any part of the Department of Defense or any of its compo- 
A eene eS iS vo be performed independent of the direction, 


2 


authority and control of the Secretary of Defense." Bale 


old statutory agencies, the Munitions Board and the Research 








Lies, Manero Derense, pn. 152. 

Comeress., House, Commitues on Appropriations, 
Message from the President of the United States Transmitting 
Reorganization Plan No. 6 of 1953, Doc. No. 146, 83rd Cong, 
Heb sess, 1955. 
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aad Development Board established In 1947, had proved unwieldy 
in handling their Korean War responsibilities and were 
abolished and their functions transferred to the Secretary ol 
Defense, whose office was expanded from three Assistant Secre- 
En o tO Mines ner, the Secrevaracs of the milivar, 
departments, in addition to being heads of thelr own respec— 
fave deparıments, were vo become "“operatine Managers” Tor une 
Secretary of Defense. 
Centralized defense polıey making, reduced budgets, 
new weapon technology, and the successful launching of the 
first man-made satellite by the Russians continued to generate 
Sufficient pressure by 19538 for further reorganization of the 
Department of Defense. Signed into law on August 6, the 
Defense Department Reorganization Act of 1958 increased further 
ine responsibilities and authority of the Secretary of Defense, 
especially in respect to the operational direction of the 
armed forces and in the area of research and development. The 
Services were no longer to be "Separately administered" and 
instead were only to be "Separately organized." A new post 
of Defense Research and Engineering was created not only to 
supervise" ceseareh and development activities but to "direct 
and control" those activities needing centralized management.” 
Further, in the 1958 reorganization the military departments 


which had been acting as executive agents in the operational 


*Borklund, Department Cel coce. DO. 85-66. 
2 


o Department of Defense Reorganization Act of 
MUDO OO, Rept. No. 125, 85th Cong., ed sess., 
SD. ©, 





AO 


control of the unified and specified commands were removed 
from the chain of command. The command line now runs from 
the President to the Secretary of Defense, through the Joint 
Chiefs of Staff, to the unified commands.1 

in sum, the eleven year evolution from a Defense con— 
meaeracy to a federal form of ceonursalijedteonyrol Eurremeun are 
the position of the secretary of Defense by providing tien 
financial controls, stronger and more direct lines of communi- 
cation and command, and an increase in Assistant Secretaries 
Poshandle speciiiclereas. Furthermore, the secretary was 
provided broad authority, subject to Congressional veto, to 
mranster, reassign, abolish, and consolidate major combat 
functions, and, without prior Congressional review, to reassign 
noncombat functions and assign new weapon systems to a service 
mor produetıon, procurenment, and operational control. Today; 
virtually the only statutory limitations on the Secretary's 
authority are a prohibition against merging the military 
departments or creating a military staff for himself besides 
the ics. 

These changes greatly enhanced the authority of the 
secretary of Defense as the true operating head of the 
Defense Department; however, it was not until 1961 that the 
full powers of the Secretary of Defense to run the department 


en a unified basis were actually used. 


a o 3. 


“Stanley L- Falk, National Security Management: The 
Wauwonal Security Structure (Washington, D.C.: Industrial 
College of the Armed Forces, 1967), p. 79. 





CHAPTER IV 


PLANNING, PROGRAMMING, BUDGETING IN THE 
DEPARTMENT OF- DEFENSE 1961-1970 


ee ee i tem 


PROTA e mlay leanne and nene lb 
management within the Department of Defense were treated as 
independent activities. Military plaming fell within the 
purview of the Joint Chiefs of Staff and the planning organi- 
acions OÍ the Military departments. Financial management, 
based on Congressional Boe tion codes such as pay, 
Operations and maintenance, or pröcurement and budgeted Tor 
che next succeeding year, was the function of the. Comptroller: 
E E on a Ve e aceite lary oi Der ease round hins Fn 
a position each year where he had, at least implicitly, to 
Male major geeisions on force programs with insuffielent ar 
inadequate information. Furthermore, each year the plans 
and programs of each service had to be cut back severely 
to fit the budget ceilings. This was accomplished by program 
Brei ons or pestponements for that year. Unrealistic 
fais COlGinvea to row beyond the buaset year in the hope 


feat ule next year the budget ceiling would be higher. 


weer Se A 





lai tch, "Decision-Making in the Department of 
E Tense," pe 55. 
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These deficiencies did not go unnoticed. A 1958 
Rockefeller report recommended a move toward a program 
budget which would correspond more closely to a coherent 
Strategic doctrines 

ite Shouldeici age nUOO Citi Leu Gaaetor example, bozresrere 
the presentation of the Service budgets, so that instead 
of the present categories of “procurement,” "operations 
and maintenance," "military personnel," etc., there 
Mali” De a much be ter inmdieasronsor how much goes wor 
example, tossersr.2ıe aar, LO aısderense. To anui— 
Submarine worin. andico Torch, 

In the summer and fall of 1959, Representative George 
Mahon, Chairman of the House Defense Appropriations Sub- 
committee, addressed two letters to the Secretary of Defense. 
His first letter stressed the importance of looking at the 
Defense budget in terms of major military missions, by 
ping Pro rams and their costs by mission. His second 
men ber called for “more usciul informev..on end for a 
Przctical means of relating costs to missions."“ Other 
students of the Defense management problem, notably the 
foamed Corporation, were to reach @ Similar conclusion. ‘he 
blueprint for such a system was published by Rand in March, 
wre Cntuitlced The Economics of Defense in the Nuclear Age 
De haries J. Hitch and Roland McKean. This publication 


presented a detailed treatment of the previously mentioned 


— 


IO Rel Lex Brothers Fund, International Security: 
The Military Aspect, Report of Panel T of the Special Studies 
ERojeet (Garden City, N.Y.: Doubleday, 1958), pp. 58-59. 

“Charles Inicia Deers son Nekzinerfor Defense 
(Berkeley, Calif.: University of California Press, 1965), 
BI 20-27. 
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Gao in the management of the mation’ s defense effort. 
Moreover, the author dealt at length with the proposition 
that the information available to managers in the Department 
of Defense was incompatible with the decisions which were 

to be formulated based on this information. Concurrently 
watch the pressure for budgetary reform within the Defense 
Department was the recommendation made by Senator Jackson's 
Pubcommittee on National Policy Machinery, at the end of 
1960, calling for "more vigorous employment of the broad 
authority already vested in the Secretary of Defense. "? 
The ascendency to the Presidency of John F. Kennedy in 1961 
and his appointment of Robert S. McNamara as Secretary of 
Defense were to bring the forcefulness recommended by the 
d okon COMMibyee and a new system designed to more errec- 


tively allocate resources available for defense. 


The Department of Defense aera 


u ef 


Budget _ System, 1961 = 





The new Secretary of Defense was directed by the 
President "to determine what forces were required for 
national defense and to procure and support them as 

A 


economically as possible." McNamara appointed Charles J. 


Hitch to be the Assistant Secretary of Defense (Comptroller) 





— 0: 


I Samuel A. Tucker, National Security Management: A 
Modern Design for Defense Decision: A McNamara-Hitch-Enthoven 
Anthology (Washington, D.C.: Industrial College of the Armed 


Morces, 1967), p. le. 











Robert S. McNamara, "Managing the Department of 
mre. x (END Service Journal, IV, No. 4 (April-June, 


9644), 


De 

amid VO IN1Lblavere™hOorGs Lo COOrdIMa le = Management sysvrem 
@ompavible with his desires. Both men felt that fimancial 
management within the Pentagon had as its greatest weakness 
the lack of data needed "to make the really crucial deci- 
sions, particularly on the major forces and weapon systems 
needed to carry out the principal missions of the Defense 
Establishment. "~ 

Meco rd O Puri y Gic mtormanıeon avaliable. by 
bridging the gap between military planning and budgeting, 
Hitech employed a concept called "oro ramnliue. The result 
was the installation in 1961 of a unified planning- 
programming-budseting system. Its purpose was to integrate 
all three interrelated phases of the decision-making process-- 
planning, programming, and budseting--together with the 
related activities of Progress rener u In con one 
evaluation. 

Ver ce E O GO bre SII acces Of uae 
Ea nose e orto ether, The syster lates national 
AU IL Objectives vo strategy, strategy to forces, Lorces 
to resources, and resources to costs, all within the same 


conceptual framework and all projected several years into 


Ber Be re Trie key element of the process was the Five 


nae Coe te..) oclabe eCOmlbubee wel Goveruimeny 
Operations, Organizing for National Security (Washington, 
D-C.: Government Printing Office, 1961), Part VIII, 
me 1005. 


Hitch, "Decision-Making in the Department of 
Biene, p. Ode 


54 
tear HOrce Otr CU e ong. lineage role Procran, which was 
designed to aid the programming function at the highest 
Wopo cement of Deren ee level. 

To facilitate the decisionmaking process, emphasis 
was placed on program elements. A program element is defined 
as: 

A des fib blionof a mission) che adentilieasson 

or che Oran mona a, Lies. ad tesoutrces needed 

to perform the assigned mission. Resources consist 

oni forces, u ME ria ate anne. 

2 Eo ae ollie - 
Ber y Depar ment ol Delense activity talls within one Of ene 
froeram elemenia:  helaved groups oi progran eclemenys bias 
Support one another or have a common mission are grouped 
DO ma jor programs. 

In June, 1966, the composition of Hitch's original 
nine major programs was modified, as well as the name of 
mie Five Year Porce Structure and Financial Plan to Hive 
Mea Defense Program. This plan is the official program 
mer she Department of Defense. The programming system 
provides the means for submission, review, record keeping, 
and decision-making on the Defense program. The planning, 
programming, resource, materiel and financial management 
Me oc Depar Caent OL Detease components are corres 


lated with the programming system. 


os Devt emo eet oc mo bonnie. Erorr amn 
ming and Budgeting System, Department of Defense Instruction 
7045.7, October 29, 1969. 





>> 
The ten major programs are as follows:” 

In ES BasesrceHhliorees. -Voneisr Ol, mieraucorC Olrensive. 
Seravesic deiensive and civil forces: 

a General Purpose rorci k —-Gemer sts Of forece-or ented 
program elements other than those in Program 1, including 
the command organization associated with these forces, the 
Meetstics organizablons organic torihese Torces, and Ihe 
w laced logistics and support units which are deployed or 
deployable as constituent parts of military or naval forces 
and field organizations. 

3. Intelligence and Communications.--Consists of missions 
Ao tiva Lies directly relaued to combat forces, DUL nous 
fart ol any of the forces listed immProgram l or 2, on Warch 
mee pendent decistons can be made, includes resources for 
primarily national or centrally directed Department of 
Bau nse ObJeculves fOr intelligence and security: specialized 
missions such as weather service, aerospace rescue/recovery, 
am. oceanography. 

IS ase. OOS) lie, seal to. age 
Mide: transportation organizations. Includes command and 
meeistics and Support units organic to these organizations; 


costs are net aiter deduction of revenue from users. 


A eee ee ee 


il: 

U.S., Department of Defense, Planning Programming 
udgeting, A pamphlet issued by The School of Systems and 
Re and the Defense Weapons Systems Management Center, 

Der Force Institute of Technology, Wright-Patterson Air 
Force Base, Ohio (The Ohio State University Research Founda- 


On. , eos Dom). 


ye 


D. Guard and Reserve Forces.--klements are arranged 


by program (Strategic Forces, General Purpose Forces, 
Intelligence and Communications, Airlift and Sealift, 
Central Supply and Maintenance, Training, Medical and other 
personnel activities, and Administration and associated 

iv ies. morder Lo faciles nei bine eeu rceeania: 
reserve forces to the active forces. 

O RO care ano eve lopment. -—— cides all Pese Sa 
and development activities which are not related to items 
that have been approved for procurement and deployment. 
mese latver costs appear in appropriate elements an other 
D oeras. 

A a a e e aaa a a SU. sot Vpris; 
and maintenance that is not organic to other program elements: 
Ineludes non-deployable supply depots and maintenance depots 
both industrially funded and non-industrially funded. 

Ss. Ia] edi ter O merecer Ber sonne er 
Ines. —=CoOmiSis Urol Training > medacai, “and other activi LOS 
SO Ca do sane rencia erre Specials dla 
identified with another program element, and excluding 
housing, subsistence, medical, recreational and similar costs 
that are organic to another program element (such as base 
operations). 

9. Administration and Associated Activities.--Consists 
of resources for the administrative support of departmental 


and major administrative headquarters, field commands and 


I 
administrative activities (not elsewhere accounted for), 
eenaLurucetion Suppazısaerıivaewles enden reee Tzneous ackıivı wies. 
LO Support os Per Nations merndeszebezeosı 
imvolvea in Military Advisory Groupe, miliary assistance 
and military sales programs. 

The program budget as installed by Hitch and 
McNamara in the Department of Defense was not intended to 
replace the traditional appropriation line item budget sub- 
mitted to Congress. The Defense budget was presented by the 
Secretary Of Vetense to Congress an Major program Cavesories 
mOollowed by a translation of these programs into their 
OSO pr Lacio categories by the Derense Comptroller, ‘ne 
relationship between the program elements and the tradi- 
tional functional accounts was utilized as the cross-walk 
for converting the military funding requirements developed 
moder the program approach into the additional line item 
accounts of the existing budget. The two systems combined 
to provide a total picture of the sources and their uses 
Mule demos establishment. For the first tine, the 
No O E a r CS TO e Oee aaa aay 
pa cis UL implications of the total defense program was 


possible. 


—— 


A LES RIE O Descases ouudy Report on the 
Programming System for el Office of the Secretary of 


Defense (Washington, D.C.: Office of the Assistant Secre- 
tary of Defense Comptroller]. 1962), pp. I-3 - II-4. 
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pupporting and Dissenting Views 
The movement toward the planning, programming, 
budgeting (PPB) system within the defense department can be 
Viewed in the context of the growth of power of the Secretary 
of Defense over the various departments as well as the high 
esteem President Johnson held for Secretary of Defense 
McNamara. The new process was utilized in the preparation 
and presentation to the members of the Armed Services and 
Appropriation Committees of the fiscal year 1963, 1964, and 
1965 defense budget. Implementing the system within the 
eciense deparumens did mou require significant changes if 
the Congressional budgetary process. Further, it contained 
the elements necessary for rational decision-making favored 
iz Becrevary leNamara. Charles Higeh's words reflect tire 
feeling of importance of the planning, programming, budget- 
Eng mrocess wıchin uñe Office ol che Secretary of 
Defense: 
With this management tool at his command, the 
Secretary of Defense is now in a position to carry 
out the responsibilities assigned to him by the 
National Security Act, namely to exercise direction, 
authority, and control over the Department of Defense-- 
and without another me reorganization of the 
defense establishment. 
A further viewpoint on the value, importance, and 
success of the planning, programming, budgeting system in 


the Department of Defense has been expressed by William W. 


Raut mann: 


ee a 


IHiten, Decision Making for Defense, p. 39. 


oe 


The planning-prosramming-budgeting system had 
worked remarkably well in three different aspects. IL 
had provided the Secretary with a much clearer and more 
meaningful representation of the department's vital 
functions than was ever available, and it had enabled 
bam vO relametandarcompa re compe live enc Golplemencary 
activities much more readily than by the examination 
Of Separau 2. acc DUdsers drena) race cor rdina FO ue 
traditional accounts. The system also gave a sense of 
order and perspective to the annual budget cycle with 
its emphasis on a five year plan and program change 
Po posa Ls ro, alu BrovIded a common Former amd 
language for the Services and obliged them to think in 
terms of major missions of interest to the development 
as a whole rather than simply of their own separate 
une ulrons. 


In August, 1965, President Johnson instructed his 
Meine members and heads cr agencies to introduce whe new 
planning-programming-budgeting throughout the government. 
Shortly thereafter, the Bureau of the Budget issued general 
BNSLrUCLI ons GO all Major iederal departments and agencics 
Be assıer in SSstavlichane the syscem. Unese ¡instructions 
mo ined the budget as a financial expression of a program 
fren. Documents related to the preparation and justification 
0 the budget submission emphasized, as the more Important 
Matsivors Ior inclusiom. che setting ot goals, def1aniv10n of 
objectives, and the development of planned programs for 
achieving the goals. 

Prior to implementing the new system, the budget 


process was seen To have the Tollowing disadvantages :~ 


- os 


Kaufmann, The McNamara Strategy, pp. 290-9. 


wo. MEU e PU Urea 19-23) 06 Lo 
2 vor ae and Bulletin No. 63-3, supplement, Febru- 
mun el 1966. 
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1. Program review was accomplished in too short a 
igen rod , 

2. Objectives and programs of agencies often lacked 
cea by . 

Zar Neeonp BR Naar eto O e Tte ly measure 

A, Alternatives were insufficiently presented for 
consideration by top management. 

Da MIU YoormmcosuS were mob presentes Iie annie 
Bermitting a complete examination. 

6. Formalized planning and system analysis were not 
being included in the budgetary process. 

These disadvanvages were to be overcome by the FPS 
system in each agency that would be made to provide more 
effective information and analysis to assist the middle 
manager decision makers, as well as the agency head and the 
President, in deciding on which resources would be allocated 
between competing programs. The improved system was 
intended for year-round use; however, its results were to be 
especially visible during the spring preview of the budget 
by assisting in the provision of more informed and coordinated 
budget recommendations. 

Essentially, the new Planning—Programning-—Budgeting 
System was based on three concepts: First, within each 
agency an analytic capability would exist which would permit 
in-depth analyses of the agency's objectives and its pro- 


srams to meet these objectives. Second, there would exist 
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a multi-year Planning and Programming process that would 
imeliude the use Or al information Syoucm Vor tHe presentation 
Stuy pervinenl datvaveseential to themimakineg or major decisions 
Oe ony heads and the President. Third., there would est 
a Budgeting process which could take broad program decisions, 
Denslate chem ano decisions in a budeet context, and 
Present the appropriate program and financial information 
tOr genri A Congressional action." 

Allen schzek, a2 research Assoeıare au che Broockımes 
Institution, has followed the planning-programming-budgeting 
Si isten since 10S inception,. He maintains a viewpoint cha; 
there may be constraints placed upon the program budget 
spoucm in the area of politics and decision making, 

Incas eaten o E palate cl systen en 
to minimize the decisional differences between tradi- 
tional and PPB approaches. However the availability of 
analytic data will cause a shift in the balance of eco- 
omic rana) Oc alto o Se Chal 20 ato the working or 
the budget.2 

eohıck Zurther contends that in the area of decision making 
emphasis on the planning function will result in the greater 
eentralization of policy making with the Bureau of the 


2 


Budget assuming the central role. 


1 Premont IE end ns ler eds. 
Planning, Programming, Budgeting: A Systems Approach to 
Management (Chicago: Markham Publishing Co., 1907), 

p. 406. 





Schick, "The Road to PPB," in ibid., p. 49. 
Tpid., p. 50. 
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By 1968, Schick wrote that PPB was premature in that 
it was introduced governmentwide before the concepts, organi- 
zational capability, political conditions, and informational 
Resources tano) CeCnniques were ad oguately developed." Bertram 
Gross agrees with Schick and points out that as early as 
1965 top officials within the Bureaw of the Budget felt thar 
the conceptual tools of PPB needed slow and. careful develop- 
ment despite their long historical background. The President 
velocd a staff recommendation limiting the mew system during 
the early years to the few agencies more advanced in program 
planning.“ 

schick and Gross also are in agreement in asserting 


that PPB gives inadequate attention to the area of political 


bargaining and as such runs counter to the way budgeting has 
peon practice EOS conan Or more buen halt wa century.” 
It is interesting to note that Dror takes issue with Gross 
za Schiek« In that nelther me var Dar OLA 
making system. It is Dror s contention that PPB must be 


considered within the broad framework of efforts to improve 


che policy making system: 





— 


Allen Schick, "PPB’s First Years: Premature and 
Maturing," Mimeographed paper (Washington, D.C.: The Brook- 
ings Institution/U.S. Bureau of the Budget, September, 1968). 





Bertram M. Gross, "The New Systems Budgeting," 
Public Administration Review, March-April, 1969, p. 117. 


Tpid., DA andere nn chic em SS Lens Policies 
end Systems Budgeting," Public Administration Review, March- 
aL. SO) Pe 190, 
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Only sueña iramovork caco each che 

perspective ior understar wire en en ci. 

of advancing PPB and with a basis for better prescrip- 

cion. vluer abeeonce Of Such der never) chem ee 

link . . . in most of the efforts to introduce and 

advance PPB in public administration. 

Tho forcegolng are Poprosa ene Vion. 

Er re Sssed Fon Crono tiie planning, programming, budgeting 
system since its innovation. Few studies have been accom- 
plished that were empirically based and aimed at identifying 
pies Tactors contributing To The BE zarson. or PERS mise 
Particular agencies. The first research accomplished with 
Mis objective Of identifying tho Tac coron oaee an 
federal agencies was undertaken in mid-1968 by the Bureau of 
the Budget. Factors that appeared to affect the implementa- 
tion and utilization of PPBS eee through interview, 
questionnaires, analyses of the agencies' formal and informal 
ersanizational structure, and data on personnel identiiied 
as being PPB analysts. This study found hat: 

l. In most agencies, policy analysis was not being 
performed much differently than it was before the advent 
on PPE. 

2. There was a wide variance in the rate agencies 


FE Cod to emphasize analytic Capability ar tne Process 


for integrating analytic output with decision making: 


aS Ææ 


lyvehezkel Dror, "PPB and the Public Policy-Making 
St Some | Reflections on the au, by San M. Gross 


1969, pp- 152- 54, 


“Edwin D. Harper broda i r mne a Andrew I 
Rouse, "Implementation and Use of PPB in Sixteen Federal 
Agencies," Public Administration Review, November-December, 
MOS. pp. 622-302. 


A AAA DARAN TT eS 
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Se The Peer re Veit Scie ale Erna oe. 
was directly related to the degree of actual Support and use 
of PPB by the agency head. 

4, Agencies exhibited a degree of uncertainty regarding 
whether PPB was intended to be used as a management tool 
achin the agency or Primarily Spouse eS requdacemenne 
O she Bureau ot the Budget. When perceived as a tool or 
management, an agency generally made more progress toward 
the integration of analyses with decision making. 

It is interesting to note that some agencies headed 
by highly political people used PPB as a tool for greater 
eenvuralized policy control over semiautonomous organiza rlon. 
woich had already formed Satistactory relationships with 
their Congressional committees. Other agencies used only 
Bose aspects of PPE they desired, whtle suill ovuners aquien 
to offer even token support to the more analytic-based 
decision-making process. 

The answer to the question as to why there has been 
a successful introduction and subsequent utilization of 
planning, programming and budgeting in the defense department 
mad apparently unsuccessiul iamplementavren sovernmentwide 
may have been provided by Frederick Mosher. It is his 
belief that the benefits to be derived from the potential 
effects on power distribution within the government are as 
important as the technical improvements which vhe system 


has generated: 


05 


Most of the govermment lacks the "unitaryness" of 
the Department of Defense where the decisive power of 
the Secretary was enhanced by PPBS and at the same 
Gime contributed assurance “Of au noritabvive treatmeny 
of PPO Lindingsa but tnis m zen 
fields like SdWeation, Toreigr ean o aa a 
resources and many others.- 

Erospeets Lors tie TU CUI 
Early in 1969, Dr. William Niskanen, Director of the 
Program Analysis Division, Institute for Defense Analysis, 
recommended an improved defense management prosran that 
included the oe 

i. Thas the Oliice Of Secr amr OL e mens pro cumin 
Services with "explicit, political and budget guidance." 

2. That the "efficiency decisions"--those decisions 
“concerning "planned composition of forces to meet 2 siven 
defense output"--be made by a ¿oint-Service military planning 
œT oup rather than within the Office of the Secretary ol 
Berense. 

2 That the burden oil Proci be Imposed onzEn zone 
of the Secretary of Defense (OSD), rather than on the 
pervices, that any other alternative is preferable to the 
mpecitic Force proposals advanced by the jolint—Service 
e anning group- 

That these recommendations received consideration 

is evident in the revised Planning, Programming, Budgeting 


I prederick G.4. les her Veo eo DE 
io Ss tración Review, Mareh, 1967,79 60. 


“William fe Niskanen... UCh a menu Arten 


McNamara," Armed Forces Journal, February 8, 19609. 
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system initiated by Secretary of Defense Melvin Laird for 
Ge fiscal year 1972 Defence udo a FF ocamlatcreor.s ine 
lee vi Si ON emphasizes:+ 

Il. More flexible force-level puidance with more Specific 
fiscal guidance to the Services. 

2a Better ervie Spertıie ip Vor ee aaa 
programming, budseting cycle, with more Service freedom in 
allocation of proposed resources, but also more responsi- 
bility for efficient and economic management of resources. 

%. A major shift in planning responsibility from the 
Delense Systems Analysis secrétariat back to the Serviced 
where 1t was in the pre-McNamara days. 

4, A shift in the planning, programming, budgeting 
Sequence Lo Initiate bUCBCu Cutline uct carlton an vile 
mime cycle, and with the Services havine a much greater 
day in the budset-ceutting process. 

=. Morezet ıneenı Cosy Canario e ou 

Although some aspects of the new planning, prosran- 
ming, budgeting process were implemented earlier in the 
preparation of the fiscal year 1971 budget, submitted by 
Pie oecrvices to Defense in Sepvember 13969.) the full ampacn 
of the new system will not be known for a number of 
years. 


L James D. Hessman, “Services Get Greater Say in 
New Budget Plan," Armed Forces Journal, CVII, No. 5 


(October, 1969), pp. 20-21. 


07 
The Mime major steps In Secre amaia Sisa al 
year 1972 planning, programming, budgeting cycle are: 

iu». On October Oe 960. Therderapacnı. S ze 
submit to the Office of the Secretary of Defense Volume I 
(Siuravesy) ) or the PY 7279. Jon Strategic Objectives Plan 
(JSOP) consistent with the national sécurity objectives 
established by the President and the National Security 
Council. The JSO will lay out a force level plan a tere 
future years and an estimated personnel and budget plan for 
e Of these years. 

2. On December 8, 1969, the Secretary of Defense would 
T Sue Lo the Service Secretaries, teewJoimu Gilets Clea ie 
and the Defense Agencies a tentative "for comment" Strategic 
Concepts Memorandum (SCM) containing the guidelines to be 
used in the budgetary process. 

3. On January 15, 1970, the Secretary of Defense would 
issue a "for comment" Fiscal Guidance Memorandum (FGM) for 
Bach of the next five program years. This document 1nferms 
che Services how much they can expect to spend to Garry oun 
their planned programs. 

4. OnePebruazwyels, 1970, the Rca. Chmet Ss Som otal 
mould submit Volume Il (Analyses and Force Tabulations) 
of the "unconstrained" JSOP, which is a detailed analysis 
ef what the Joint Chiefs of Staff need in specific forces 
zo meet the expected threat over the next five years. 


lu.s., Department of Defense, Planning Programming 


Budgeting (1969). 
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Warle JSOP Volume 11 will not be limited by eréat constraints, 
it will show the cost implications of both the major forces 
and the support categories. 

5. On March 4, 1970, following review of JSOP Volume II 
and the comments from the Joint Chiefs and the Service 
Secretaries on the "for comment" Fiscal Guidance Memorandun, 
the Secretary of Defense would issue "tentative" Fiscal 
Guidance for the FY 72 budget. Such guidance will be 
Deeoken down by major force and support eatesory, and by 
Service for cach of the next five fiscal ear a 
Service oscecretvaries and the Joram Chalets Wo ie eae 
wie opportunity ftor reclama and reallocation action, omc 
total budget planned for each year and for each Service 
molt be quite firm. This is the first point au whieh 
Mora vesic and fiscal policy are coordinated ono E 
menu. tt also represents the decision poimc at winch 
inter-Service disputes must be settled. 

6. On April 22, 1970, thee ioint Chiets voul E 
to the Secretary of Defense their recommended Defense 
Krecram, including force level @mMeciommendati ons, rationale. 
pad te risks amposed by scaling down force Levels an 
accordance with the Fiscal Guidance Memorandum in Step 5. 

PR On May 22, 1970, followin On tdo of the 
Joint Chiefs' recommended Defense Program, the Service 
Secretaries would submit to the Secretary of Defense their 


detailed Departmental force level and support program 
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recommendations, with their rationale and risk assessments 
within the same fiscal guidance used by the Secretary in 
Step 5. These recommendations will be in a Program Objec- 
tives Memorandum (POM) and will cover the same ground as 
tne JCS Defense Program: however, the force elements wall 
be spelled out in greater detail. Tradeoffs in various 
Merce. level elements may be proposed Ice Cesc = 
Ea S within estaolished guidelines e a 
between the Program Objectives Memorandum and the JCs 
Defense Program will be identified and costed in the POM. 

8. By July 15, 1970, the Secretary of Defense, after 
evaluation of the Joint Chiefs! Defense Program and the 
ROMS, would issue draft decision papers to the JCS andi the 
Service Secretaries for comment. The Secretary will make 
waal Program Decisions during July and will finish by 
cust 31. 

9. On September 30, 1970, the Services would submit 
to Defense their budget estimates based on the approved 
meran resulting from the eiliects of all Secretary of 
Defense deciSions made through August 41. The OSD Comp- 
troller and the Bureau of the Budget will "fine tone" the 
budeet for Submission by the President to Congress in 
aenuary 1971. 

This new system reflects the opportunity for the 
Services to have a greater voice in the planning process 


Pieri previous years. Furthermore Sen F Cvi CoS have Pec 
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given a much greater voice in determining how the money 
that is available will be spent. Whether the changes in 
the system will result in greater efficiency by the 

pervices in their use of resources must remain a subject 


Ber discussion in sh R One: 


CHAPTER V 
SUMMARY AND CONCLUSIONS 


Planning, programming, budgeting within the government 
bas been part of an evolutionary process within which federal 
budgetary techniques have developed. While it might be 
k ved as a giant step, it is still a part of a dovelo icii 
moat has been in process for over fifty years: Iln rie 
formative years of the government, Alexander Hamilton estab- 
Ee ncd a central executive Dudro | Wie were rie eG eaves 
ASE Visca wie exec guom of all funds made available by 
Wie Congress for the entire federal covernment. 2ne puede 
discretion in these early budgetary arrangements given to 
mi executive provided a porential forie enira ple 
budget and, after a deliberate study, the allocation of 
jm -ourcés amons Competing agencies. owe ven. io 
Bresidency of Thomas Jefferson, the concept of an execcuui eS 
Budset with relatively broad appropriation categories was 
placed by detailed Lone rescue ner miso oa ls 
er jecLs Of expenditure. 

During the period from 1800508 1927, Congress was 
principally concerned with limiting the power and discretion 
ee the executive by Specifying appropriauions in great derari: 
eck of any central administrative control mechanism led Lo 


vi 


Va 
the growth of deficiency appropriat@ons. Neither efficient 
execution of programs nor the pursuit of long-range objectives 
was a primary concern. 

The first major change in the federal budgetary 
ENS tem came with the Budget and Aecolmatine Ac. or ae 
the establishment of the executive budset. Control appeared 
else the motivating factor behind this Act. Tse improve— 
meno of economy amd efficiency throven better control over 
Eependitures became the goal. Under this Aci the Presiden, 
became responsible for the submission of budget requests oOo 
mae Various agencies in the executivesprancn of Che weovermmenn: 
ties was an extreme change from the previous policy erzır 
mentation, where each department requested funds directly 
rom Congress. Furthermore, the Bureau of ue Budeet was 
aan plished in thnesireasury Department to provide the 
necessary coordination and control of expenditures and 
revenues. During the 1920's the Bureau of the Budget concen- 
Rated its efforts toward carrying out this financial contre! 
function. Budgeting in the period was completely divorced 
arom policy making and program decisions. 

The expanded activities of the government and the 
increase in federal agencies under the New Deal of the 1940's 
were to lead to the next step in budget reform. Under the 
Reorganization Act of 19439, the Bureau of the Budget was 
moved from the Treasury Department to tae newly created 


Ibecctuive Oltice of the President. Purim che nexo fifteen 


q 
years the Bureau's efforts were devoted to administrative 
management that included the administration of World War 11 
So AS ste 

By 1949 improvements in managerial efficiency were 
recommended by the first Hoover Commission to replace budget- 
ing by objects of expenditure with "performance budgeting." 
mopcopriations and expenditures would De classi ited, aceon damn 
uthe type of activity conducted raugher Ghan by Objecte sc” 
expenditure. Within each activity program managers would 
Me free to shift the resources to insure maximun Cilicicnc, - 
mwas later to be questioned whether these appropriavione 
adequately revealed the purposes of the Defense activity. 

A growing need for a more informative classification would 
be the primary motivation of the programming system. Asa 
result of the Hoover Commission report work measurement 
programs were inaugurated. To improve the etticieney roh 
morch programs were executed mas Chem im Gi the Budser sae 
w counting Procedures Act oi I SF There (ire cco 
Chat improvements be made in accountings Systems thay would 
Becure better cost data for each activity Or wOrk Unit: 

Where the budget reforms of the 1920's were directed 
voward the financial conlrolefuncticn wine Pertorms Imode 
ately preceding and following World War Il were directed 
moved managerial efficiency. Primary emphasis in both 
meriods, however, was given to the efficient use of resources 


Lo earry out approved programs. 


24 

From a military viewpoint, the National Security Act 
of 1947 can be considered a budset reform, for it ereated 
the Department of Defense and the quasi-unification of the 
Armed Services from which evolved the centralization of power 
necessary for a programming budget. Despite the creation of 
the Department of Defense, however, the Defense budget con- 
susued essenvially of budgets for tae tree Separave 
Services. The total funds received were arbitrarily shared 
E the Services rather than by consideraron torne ton erp ye 
mens Of the services to the defense peor in troOlLal or by 
consideration of programs that cut across Service lines. 

The 1949 Amendment to the National Security Act provided for 
the position of Comptroller in the Department of Defense, 
bus enhancing administrative control throvuen ceniralizacsom 
er coe budgetary process. Ime Suruc tural eeore ani aroma 
within the Defense Department in 1954 and 1958 focused on 
the need for economy and efficiency through improved long-— 
range planning and granted broad authority to the Secretary 
of Defense to achieve this goal. 

Compared with the budget process Gia) cal svcd pao: 
to defense unification, the budget system of the 1950's was 
a Significant advance. It had provided a limited means for 
meatSclavion Of Military plan? ance phe wecquisci re maveris la 
fiemeewerm, and other resources. It was am effective instrü- 
ment of information and a Significant means for the Secretary 


ei Defense to exercise control. Hurtieimore. the appropriavion 


de 


structure of this system was simpler and more uniform than 
that which existed earlier. 

Recognition that military planning tended toward a 
Unilateral service basis in bie order gezoi Eforces Zr epors 
systems and activities in the 1950's led students of 
budgeting to propose changes. These changes advanced pro- 
posals for a program budget that would aid in development, 
appraisal and authorization of future policies and programs 
at top levels. Thus, the Department of Defense became the 
testing ground for a planning, programming, budgeting systen 
in the federal government. 

secretary McNamara and his first Comptroller, 
Charles J. Hitch, implemented reform by establishing a pro- 
gramming process to precede the budget formulation stage. 
This process essentially consisted of maintaining a five-year 
program, subdivided into output oriented program elements 
chat would provide a firm basis Ior budeet Formularen 
other resource connected management activities. 

The programming system with its emphasis on systems 
analysis provided the factors that McNamara considered 
necessary for making crucial citan. particulari y a rao 
on forces and weapons. Although the budgets were in balance 
with the defense program as approved by the Secretary of 
Defense, all the programs advanced by the Services were not 
covered ang significant dilterences we: scpiiton ao Lo Gie 


adequacy of budget levels arose] However. the benefits 


Wo 

of the programming system in the Department of Defense were 
widely recognized, and in August 1965 the President estab- 
lished the system on a governmentwide basis, where it has 
Meta with 1imiied suee 

From 1966 to 1969 the trend in Defense budgetary 
weterm concengrated on economy aud eiTierengs. Vodice. 
tions in the programming system were made; however, it 
metained its major features of an output oriented five-year 
program; review of major issues by the Joint Chiefs of Staff, 
mie Office of the Secretary of Petense, ama Then under 
and a program adjustment procedure to keep the five-year 
program current throughout a glven yes passo ele 
analysis to aid decision makers pervaded the entire process. 
This planning, programming, budgeting system within the 
Department ol Deienee Suri como roma ae en? E 
taries but a change in administration as well, The basic 
eycle has remained under Presiden Nixon aad Seco lary soca 
However, the cycle has been altered so that the military 
Services and the Joint Chiefs of Staff now hold major 
mesponsibility for planning Torce suruciure., and systems 
analysts have assumed the role of reviewers of the military 
plans rather than the initia or Sor aaa a o y 
McNamara era when the Services were charged primarily with 
implementation. With the fiscal year 1972 budget formula- 
tion the Services and the Joint Chiefs of Staff have been 


provided with both fiscal and broad strategic guidance 


An 


Camiy in the budget cycle, an meter lees are perio Led 
to make decisions within those guidelines. 

The search for a more p ri e Wudse sry process as 
an unending one. Pressures Tor Wome econo sand Wet tenes 
in government operations have initiated budget reforms in 
the past and will continue to do so. It is still too early 
to tell whether a new and better way to manage the nation's 


defense affairs has been found. 
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